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Student financial aid system have been gradually set up and improved 

since the end of the last century, when China began its move towards 

mass higher education. In this paper, firstly, I will present the basic facts 

of China’s higher education, which are the backgrounds of student 

financial aid system; secondly, I will introduce the historical development 

of student financial aid system in China; then, I will focus on China’s 

student loans schemes; lastly, I will discuss information regarding college 

costs and student financial aid. 



 

1. Basic Facts of China’s Higher Education 

(1) The Gross Enrollment Ratio of Higher Education in China 

 

 

 

 

 

Figure 1 The Gross Enrollment Ratio of Higher Education in China 

 

 

Over the past 15 years, China’s higher education has achieved great 

success in enrollment. China’s higher education began grand expansion in 

1999. Before 1999, the gross enrollment ratio of higher education in 

China is below 10%. The ratio was only 3.5% in 1991. However, the ratio 

quickly reached 15.00% in 2002, which is the benchmark of the 

massification stage of higher education (Trow 1973). In 2013, the ratio 

 
Source： China’s Yearbook for Education Statistics.  



was 34.5%. According to the National Medium and Long Term Planning 

Outline for Education Reform and Development issued by the State 

Council, the gross enrollment ratio of higher education will reach 40% in 

2020. 

 

(2) Number of HEIs (not including adult education institutions) in China 

 

 

 
Figure 2 Number of HEIs in China 

 

 

Regarding the number of HEIs, it kept relatively stable during the 1980s 

and 1990s, the number’s increase was stimulated by the grand expansion 

which occurred in 1999. Nowadays, there are over 2400 universities and 
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colleges in China. The majority of them are public institutions, which is 

about 70% of all institutions. Among the public sector, there are two 

kinds of institutions: central HEIs and local HEIs. Regarding the quantity, 

the local HEIs (66.5%) are far more than the central HEIs (4.6%). 

However, regarding the quality, generally speaking, the central HEIs are 

better than local ones. 

In addition, I will talk a little bit about elite HEIs in China. In the 1990s, 

Chinese government implemented two important national projects aiming 

to build up world-class universities, which are named by project “985” 

and project “211”. The universities covered by these two projects will 

receive extra financial support from governments. There are 112 “211” 

universities, and 39 “985” universities. All of these elite HEIs are public 

institutions. Nowadays, the two projects have been undergoing reform. 

 

(3) Annual Enrollment of HEIs in China 

 
Figure 3 Annual Enrollment of HEIs in China 



 

 

Just like the number of HEIs, annual enrollment of HEIs also kept 

relatively stable before 1999. Annual enrollment of HEIs in China has 

increased rapidly since 1999’s grand expansion. In 1998, there are only 

about 1 million new students enrolled in HEIs. However, in 2012, this 

number reached about 7 million. It is worth noting that the majority of the 

students were enrolled in local HEIs. For example, in 2012, about 70% of 

all students were enrolled in local HEIs, meanwhile, over 20% were 

enrolled in private HEIs, only about 7% were enrolled in central HEIs. 

 

(4) Composition of Expenditure of China’s HEIs 

 
Figure 4 Composition of Expenditure of China’s HEIs 

 

 

Source: China’s Yearbook for Education Statistics. 



 

 

Regarding the composition of expenditure of China’s HEIs, public 

sector’s share decreased from about 80% in 1994 to about 40% in 2005, 

then, the percentage began to gradually increase and surpass the private 

share in 2010. In 2011, the public share was about 60%, meanwhile, the 

tuition and fees covered about 26% of all expenditure. In addition, the 

donation share has been very low since 1994. 

 

It is worth noting that higher education is considered as quasi-public 

goods in China, which can produce public benefits and private benefits. 

Therefore, nowadays, the cost-sharing theory (Johnstone 1986) are 

widely accepted in China. 

 

2. Historical Development of Student Financial Aid System in China 

 
Source：China’s Yearbook for Education Finance Statistics.  



(1) Phase 1: Before the 1999’s Grand Expansion 

China gradually implemented cost-sharing policy at the end of last 

century. Originally, higher education was free in China. However, the 

dual-track tuition policy was implemented during the 1980s and 1990s.  

All students have begun to pay tuition since 1997. 

During that time, government gradually implemented some financial aid 

policies, such as institutional interest-free loan which differs from student 

loan program that will be mentioned in the latter part of this paper in 

1987, subsidy for needy student in 1993, work-study program in 1994, 

and tuition reduction or waiver in 1995. 

(2) Phase 2:1999 to 2003  

The grand expansion stimulated the development of student financial aid 

system.  

Central HEIs in eight cities adopted a pilot National Student Loan 

Program in 1999 through Industrial and Commercial Bank of China 

(ICBC). Central government subsidized the program by paying loan 

interest. In year 2000 the pilot extended to a nationwide program, and the 

other banks joined ICBC to provide National Student Loan. 

To guarantee low-income students could matriculate into college 

smoothly once they were admitted, MOE and MOF jointly mandated 

HEIs to build up a so called “GREEN CHANNEL” program in 2000, 

which allowed admitted students from low-income families to enroll in 



college first without paying tuition. Once HEIs verified their household 

financial status, colleges and universities provided them with appropriate 

financial aid packages.  

China initiated the National Fellowship Program, which supports low-

income and academically excellent students, in 2002. 

(3) Phase 3: 2004 to 2006 

The National Student Loan Program met great challenges in 2003. Most 

commercial banks were reluctant to distribute student loans because of 

the huge number of individual loan service to provide, small amount of 

loan payment per service, high maintenance cost and relative high risk of 

default. MOE, MOF, and other financial agencies mandated a new policy 

in 2004. The new policy made adjustment for the student loan program: 

introduction of risk compensation fund, extending repayment period.  

In 2005, Chinese government reformed its National Fellowship Program. 

The new program had two parts: the National Fellowship program 

targeted at needy and capable student; the National Grant Program 

intended to support full-time students from extremely poor families. 

(4) Phase 4: 2007 to date 

The State Council implemented a new policy (Opinions on Establishing 

and Improving the Policies for Subsidizing Students in Universities of 

Regular Undergraduate Education, Post-secondary Vocational Schools 



and Secondary Vocational Schools from Families with Financial 

Difficulties) for student financial aid in 2007. 

The new policy made significant changes for original student financial 

aid system, which was the largest adjustment since 1999. The 2007’s 

policy is a milestone in the history which set the institutional foundation 

for China’s student financial aid. 

The aforementioned new policy mainly regulates the following areas:  

(a) Enhancing the National Fellowship Program. Central government is 

the sole provider of the fund. The program will no longer focus on needy 

students. It will be transformed into a merit-aid program with a single 

goal of rewarding the most capable students.  

(b) Central and local government will co-sponsor the National Incentive 

Fellowship, which will reward academically acclaimed students from 

low-income households. 

(c) Enhancing the National Grant program. Central and local 

government will co-sponsor the National Grant program, which provides 

financial aid for needy students.  

(d) Home-based student loan supplied by China Development Bank will 

be piloted in Jiangsu, Hubei, Chongqing, Shaanxi, Gansu.  

In addition, there have been many policy adjustments since 2007, 

especially for student loans, such as increasing the maximum amount, 

extending the repayment period, etc. 



 

3. Student Loans schemes: HEI-based v. Home-based 

Student loan plays a very important role in China’s student financial aid 

system, which contributes about 30% of total sum. Generally speaking, 

there are two kinds of student loans schemes in China: HEI-based student 

loan provided by commercial bank and China Development Bank, Home-

based student loan provided by China Development Bank. In this part, a 

simple comparison of student loans schemes is made. 

Regarding the borrower eligibility, the borrowers of HEI-based student 

loan are students. However, the borrowers of home-based student loan are 

students and their parents, Students and their parents are co-borrowers. 

Regarding the loan size, the maximum amount of student loan each year 

for undergraduate students was increased from 6000 RMB to 8000 RMB 

in 2014. 

Regarding loan origination, HEIs and commercial banks are responsible 

for the HEI-based commercial bank loan, HEIs are mainly responsible for 

the HEI-based China Development Bank loan, county-level student 

financial assistance management center are mainly responsible for Home-

based China Development Bank loan. 

Regarding risk sharing, under the circumstance of HEI-based loan, 

Government and HEIs each shares half of the risk compensation fund. 



Under the circumstance of home-based loans, Government bears the 

entire risk compensation fund 

Regarding repayment conditions, originally, the repayment period for 

HEIs-based loan is 6 years, meanwhile, the repayment period for home-

based loan is 10 years. In 2015, according to the new policy, the 

repayment period for all student loans is extended to 20 years.  

Regarding the loan collection, both HEIs and commercial banks are 

responsible for loan collection of HEI-based commercial bank loan, HEIs 

are responsible for loan collection of HEI-based China Development 

Bank loan, county-level student financial assistance centers are 

responsible for loan collection of Home-based China Development Bank 

loan.  

In addition, it is worth noting that the majority of student loans are 

supplied by home-based student loan scheme nowadays. Regarding the 

number of recipient, it contributes over 80%, regarding the total sum of 

student loans, it contributes over 90% (National Student Financial Aid 

Center 2013). Home-based student loan scheme is suitable for China’s 

current specific circumstances. On the one hand, county-level student 

assistance management center uses traditional methods to collect 

information of rural students and their parents (co-borrowers) which is 

very difficult to get in developing countries and is vital for loan 

origination and collection, on the other hand, modern internet payment 



instrument (i.e. Alipay), which is very convenient for borrowers, is 

utilized in the loan origination and repayment. The operation of the 

home-based student loan has been quite successful till now. In 2012, the 

default rate is below 3%, which is lower than that of many student loans 

schemes in other countries. 

 

4. Information regarding College Costs and Student Financial Aid 

Information is a very important issue in the operation of student financial 

aid policy. In 2008, we (Loyalka, Prashant, et. al. 2013) conducted a 

cluster-randomized controlled trial (RCT) to find the causal relationship 

between information regarding college costs and student financial aid and 

some related outcomes. First or all, based on the baseline survey, we 

found that high school students usually overestimate the college costs, 

and the percentages of students knowing different types of student 

financial aid were relatively low, especially for green channel, only 

27.6% knowing it. Regarding the results of the RCT, we find no evidence 

that college costs and financial aid information affects college choices. 

However, information definitely affects the likelihood that non-admitted 

students will retake the college entrance exam and the likelihood of 

receiving certain types of financial aid.  



It is worth noting that our research was conducted several years ago. The 

situation of information in China has greatly changed recently. The major 

measures implemented by the government and institutions are as follows:  

•  (a)MOE has set up an online platform for national student 

financial aid information. (http://xszz.chsi.com.cn/ )  

• (b) China National Center for Student Financial Aid’s official 

website has several columns regarding student financial aid, 

such as notice and announcement, policies, Q&A , video and 

pictures, etc. (http://www.xszz.cee.edu.cn/ ) 

• (c)Many universities’ Offices of Student Financial Aid also have 

official websites, which include all kinds of information 

regarding student financial aid. (e.g. Peking University, 

http://www.sfao.pku.edu.cn/html/index.php ) 

• (d)According to MOE’s policy, students will receive a booklet 

regarding student financial aid when they get their letter of 

admission.  

 

Conclusion  

In conclusion, with the introduction of higher education cost-sharing 

policy and the implementation of grand expansion policy, China has 

gradually established its own student financial aid system. Specifically, 

2007’s policy issued by the State Council set up the institutional 

http://xszz.chsi.com.cn/
http://xszz.chsi.com.cn/
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foundation for China’s student financial aid system. Regarding the 

student loans schemes, home-based loan scheme plays the leading role in 

China’s student loans market. With the introduction of special 

institutional arrangement of county-level student assistance management 

center and co-borrowers and the utilization of modern internet payment 

instrument, the operation of the home-based student loan has been quite 

successful till now. In addition, regarding the information problem, the 

situation has greatly changed recently.  
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